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Almost every economic assessment of cattle or sheep operations I
have seen over the last 40 years has clearly shown feed costs to be the primary driver for
profitability. In many cases, feed costs are 3 to 5 times more important than the next
influencing factor. The only deviation in this pattern comes on the down side of the cattle cycle
when cow depreciation can be an even greater cost than annual feed costs.
There are several components of feed costs that contribute to this dubious honor. We can split
the feed resources commonly used in ruminant production into three broad categories: 1)
Grazed forage, 2) Mechanically harvested forage, and 3) Supplements.
For grazed forages, the main factors are land rental rate, land use efficiency, purchased inputs
such as seed, fertilizer, and grazing infrastructure. Even if you own your land free and clear, any
economic analysis should include fair market value of land rental because you always have the
opportunity to just rent that land out to someone else. Land use efficiency is a reflection of how
much of the production potential of the pasture are you actually harvesting with your livestock.
In most of the US, the land use efficiency is in the 20 to 50% range. State of the art grazing
management can substantially reduce or eliminate the need to routine purchase of seed or
fertilizer. Stock water development and subdivision fencing are consistently the best
investments you can make on your farm or ranch.
Mechanically harvested forage is expensive and the cost of making hay or silage has been
steadily increasing over the past few years due to large increases in machinery, repair, fuel, and
labor costs. Over the last 40 years, these costs have increased at 3 to 5 times the rate of
increase in the value of beef, lamb, and milk.
The need for routine supplementation of ruminant livestock with non-forage feedstuffs can
largely be eliminated through more effective grazing management. Dairy production may still
require non-forage feed inputs depending on the production model. Low protein warm-season
grasses used during the dormant season will likely require protein supplementation. Almost all
other ruminant livestock operations should have minimal need for additional feed
supplements.
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